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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 


Ed  Harrington 
Controller 


Monique  Zmuda 
Deputy  Controller 


June  30,  2004 


Audit  Number  02040 


Richard  Newirth,  Director  of  Cultural  Affairs 
San  Francisco  Arts  Commission 
25  Van  Ness  Avenue,  Suite  240 
San  Francisco,  CA  94103 

Dear  Mr.  Newirth: 

The  Office  of  the  Controller  presents  its  report  on  the  financial  review  of  the  Mission 
Cultural  Center,  which  the  Mission  Cultural  Center  for  Latino  Arts  (Latino  Arts  Center) 
operates  using  grant  funds  received  from  the  San  Francisco  Arts  Commission  (Arts 
Commission)  of  the  City  and  County  of  San  Francisco  (City).  As  the  report  indicates,  the 
auditors  found  that  during  fiscal  year  2001-02  Latino  Arts  Center  generally  complied  with 
the  City's  requirements  for  using  the  City's  hotel  tax  funds.  However,  Latino  Arts  Center 
needs  to  improve  some  of  its  accounting  and  reporting  procedures  to  ensure  that  it  meets 
the  objectives  of  the  Arts  Commission's  cultural  center  program. 

Additionally,  we  found  that  the  Arts  Commission  should  better  manage  the  grant 
agreement  with  Latino  Arts  Center  by  more  closely  monitoring  the  Latino  Arts  Center  to 
ensure  that  it  submits  all  required  reports. 

Responses  from  both  Latino  Arts  Center  and  the  Arts  Commission  are  attached  to  this 
report.  The  Controller's  Audits  Division  will  be  working  with  the  Commission  to  follow 
up  on  the  status  of  the  recommendations  made  in  this  report. 

Respectfully  submitted^ 


Ed  Harringto: 
Controller 
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INTRODUCTION 


BACKGROUND 

The  City  owns  four  community-based  cultural  centers 
dedicated  to  serving  the  needs  of  the  members  of  their 
communities.  The  cultural  centers  offer  educational  and 
artistic  programs,  such  as  free  or  low-cost  classes  for  youths,  and 
provide  venues  for  artistic  programs  and  gallery  exhibits.  The  San 
Francisco  Arts  Commission  (Arts  Commission)  administers  the 
cultural  centers  through  its  Community  Arts  and  Education 
Program.  The  San  Francisco  Municipal  Code  authorizes  the  Arts 
Commission  to  allocate  a  portion  of  the  City's  hotel  tax  funds  to 
the  cultural  centers  to  support  their  operation,  maintenance,  and 
programming.  In  return,  the  operators  of  the  cultural  centers  must 
meet  certain  requirements,  such  as  spending  the  funds  for  the 
specified  purposes,  having  an  active  community  support  committee 
dedicated  to  community  outreach,  fundraising,  advocacy,  and 
obtaining  a  certain  amount  of  funding  for  their  centers  from 
sources  other  than  the  hotel  tax  funds. 

The  Mission  Cultural  Center  for  Latino  Arts  (Latino  Arts  Center), 
a  non-profit  organization,  operates  one  of  the  City's  cultural 
centers,  the  Mission  Cultural  Center.  The  center  is  located  in  a 
32,785  square  foot  building  at  2868  Mission  Street  and  has  gallery 
spaces,  a  theater,  visual  arts  studios,  and  administrative  offices. 
The  Latino  Arts  Center  receives  funding  under  the  terms  of  a  grant 
agreement  with  the  City,  through  the  Arts  Commission. 

In  fiscal  year  2001-02,  the  Arts  Commission  granted  the  Latino 
Arts  Center  $507,622  to  operate  the  cultural  center.  In  addition,  the 
Latino  Arts  Center  supports  its  operations  with  revenues  it  receives 
from  the  classes  and  services  it  provides,  as  well  as  funding  from 
private  contributors  and  state  and  federal  grants. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  this  review  was  to  comply  with  the  requirement  in 
the  San  Francisco  Business  and  Tax  Regulations  Code,  Section 
515.01,  that  the  Office  of  the  Controller  (Controller)  performs  a 
financial  review  every  four  years  of  the  operations  of  the  cultural 
centers.  We  determined  whether  the  Latino  Arts  Center  complied 
with  the  provisions  of  its  grant  agreement  with  the  City  for  the 
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period  July  1,  2001,  through  June  30,  2002.  To  conduct  the  review, 
we  examined  the  applicable  terms  of  the  grant  agreement  and  the 
legislation  allocating  hotel  tax  revenues  to  the  Latino  Arts  Center. 

Because  the  legislation  contains  an  ambiguous  section  defining  the 
calculation  of  a  cultural  center's  revenue  target  from  sources  other 
than  hotel  tax  revenues,  we  requested  the  Office  of  the  City 
Attorney  (City  Attorney)  provide  an  interpretation  of  the  hotel  tax 
legislation's  revenue  target  requirement.  The  legislation  states  that 
a  cultural  center's  revenue  target  shall  be  at  least  20  percent  of  the 
cultural  center's  total  revenues,  including  hotel  tax  revenues,  in 
fiscal  year  1996-1997.  Each  year  thereafter,  the  prior  year's 
revenue  target  will  be  increased  by  a  rate  of  3  percent  or  by  the  rate 
of  growth  in  the  cultural  center's  hotel  tax  revenues,  whichever  is 
lower.  According  to  the  City  Attorney,  the  annual  inflation  rate 
should  be  applied  to  the  revenue  target  amount  and  not  to  the  20 
percent  rate. 

We  also  verified  whether  the  Latino  Arts  Center  correctly 
accounted  for  all  grant  funds  it  received  from  the  Arts 
Commission,  whether  the  Latino  Arts  Center  met  its  required 
revenue  target  for  fiscal  year  2001-02,  and  whether  the  Latino  Arts 
Center  complied  with  its  grant  requirement  for  a  community 
support  committee.  We  reviewed  the  adequacy  of  the  Latino  Arts 
Center's  procedures  for  administering  the  grant  funds  received 
from  the  Arts  Commission  and  verified  whether  the  Latino  Arts 
Center  used  the  funds  for  eligible  expenses  as  defined  in  the  grant 
agreement. 

We  also  assessed  the  Latino  Arts  Center's  compliance  with  the 
reporting  requirements  of  its  grant  agreement.  We  determined 
whether  the  Latino  Arts  Center  provided  its  scheduled  programs 
for  fiscal  year  2001-02  and  properly  accounted  for  the  revenues  it 
received  in  providing  these  programs. 

Because  the  Latino  Arts  Center  did  not  receive  an  independent 
certified  public  accountant  audit  of  its  financial  statements  as  of 
June  30,  2002,  we  examined  documentation  that  supported  its 
assets  and  liabilities  as  stated  in  its  financial  statements  at  that  date. 
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AUDIT  RESULTS 


THE  LATINO  ARTS  CENTER  PROPERLY  USED 
GRANT  FUNDS  TO  OPERATE  THE  MISSION 
CULTURAL  CENTER 

Our  review  showed  that  the  Latino  Arts  Center  properly  used 
the  $507,622  in  grant  funds  it  received  from  the  Arts 
Commission  from  July  1,  2001,  through  June  30,  2002,  to 
support  the  operation,  maintenance,  and  programming  of  the 
Mission  Cultural  Center.  The  Latino  Arts  Center  used  the  funds  to 
pay  its  instructors  to  provide  a  variety  of  classes  and  cultural 
activities  to  the  community  in  the  City's  Mission  District.  Finally, 
the  Latino  Arts  Center  used  the  funds  to  pay  for  the  maintenance  of 
the  Mission  Cultural  Center. 

The  Latino  Arts  Center  also  complied  with  the  grant  requirement 
that  it  have  an  active  community  support  committee  dedicated  to 
community  outreach,  fundraising,  and  advocacy.  We  reviewed  the 
minutes  of  the  committee's  meetings  held  in  fiscal  year  2001-02 
and  found  that  it  met  on  1 1  occassions  during  the  fiscal  year.  The 
Latino  Arts  Center's  community  support  committee  conducted 
public  meetings  and  sent  announcements  to  residents  in  the 
community  inviting  teachers,  students,  and  parents  to  become  part 
of  the  committee.  According  to  Latino  Arts  Center's  final  report  to 
the  Arts  Commission  for  the  2001-02  program  year,  the  committee 
discussed  topics  such  as  the  Latino  Arts  Center's  25th  anniversary 
celebration,  fundraising,  and  expanding  programs  to  youths  and 
seniors. 

In  addition,  the  Latino  Arts  Center  met  the  revenue  matching 
requirement  to  obtain  revenues  from  sources  other  than  the  Arts 
Commission's  grant  from  hotel  tax  revenues.  The  hotel  tax 
ordinance  requires  the  Latino  Arts  Center  to  obtain  in  fiscal  year 
2001-02  other  revenues  in  the  amount  of  $56,824  which  represents 
the  Latino  Arts  Center's  fiscal  year  1996-97  target  revenue  from 
sources  other  than  the  Arts  Commission's  grant  from  hotel  tax 
revenues,  inflated  annually  by  the  lower  of  3  percent  or  the  rate  of 
growth  in  Latino  Arts  Center's  revenue  from  the  hotel  tax.  The 
Latino  Arts  Center's  target  revenue  in  1996-97  was  $49,541  in 
revenues  from  sources  other  than  the  Arts  Commission's  hotel  tax 
funds. 
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THE  LATINO  ARTS  CENTER  DID  NOT  COMPLY 
WITH  SOME  CITY  REPORTING  REQUIREMENTS 


The  Latino  Arts  Center  did  not  file  all  required  reports  with  the  Arts 
Commission  when  due,  and  in  one  case  a  report  was  not  filed  at  all. 
In  addition,  the  loss  for  fiscal  year  2001-02  the  Latino  Arts  Center 
reported  to  the  Arts  Commission  was  actually  $34,214  larger  than  it 
reported. 

The  Latino  Arts  Center  Did  Not  File  All  Required 
Reports  to  the  Arts  Commission  When  Due 

The  Latino  Arts  Center  was  late  in  submitting  required  reports  to 
the  Arts  Commission.  In  fiscal  year  2001-02,  the  Arts  Commission 
required  the  Latino  Arts  Center  to  submit  six  reports  to  the  Arts 
Commission  by  predetermined  due  dates  throughout  the  year  and 
three  additional  reports  if  there  were  changes  in  specific  areas  of  the 
Latino  Arts  Center's  operations.  The  Latino  Arts  Center  submitted 
three  of  the  six  date-specified  reports  on  time,  but  was  3 1  days  late 
with  one  report,  one  day  late  with  another,  and  did  not  submit  at  all 
the  last  of  the  six  date-specified  reports. 

Appendix  A  lists  the  reports  the  Latino  Arts  Center  submitted  to 
Arts  Commission,  the  due  dates,  and  the  dates  the  Latino  Arts 
Center  submitted  the  reports. 

The  Latino  Arts  Center  Did  Not  Submit  a 
Reconciliation  of  Grant  Funds  Advanced 

The  Latino  Arts  Center  failed  to  submit  to  the  Arts  Commission  a 
required  report  showing  how  it  used  the  grant  funds  advanced  to  it 
by  the  Arts  Commission.  The  Latino  Arts  Center's  grant  agreement 
requires  it  to  submit  a  reconciliation  to  account  for  the  $91,052  that 
the  Arts  Commission  distributed  to  the  center  at  the  beginning  of 
fiscal  year  2001-02.  In  addition,  the  Latino  Arts  Center  only 
provided  the  required  documentation  for  $40,881  of  the  $91,052  in 
the  monthly  reports  it  submitted  to  the  Arts  Commission.  However, 
according  to  the  Latino  Arts  Center's  financial  records,  it  spent  the 
entire  amount  advanced  to  it  by  the  Arts  Commission. 

Because  the  Latino  Arts  Center  failed  to  submit  the  reconciliation 
of  grant  funds  advanced,  and  also  failed  to  include  the  entire 
advance  amount  in  its  report  of  year  to  date  expenditures,  neither 
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the  Latino  Arts  Center  nor  the  Arts  Commission  was  able  to 
monitor  adequately  whether  the  center  was  spending  the  funds 
according  to  the  budget  approved  by  the  Arts  Commission.  The 
hotel  tax  ordinance  requires  that  City  funds  be  spent  to  keep  the 
centers  open  and  accessible,  which  requires  monitoring  the  portion 
of  cultural  center  budgets  that  support  the  physical  condition  of  the 
City-owned  buildings  in  which  the  centers  operate. 


The  Latino  Arts  Center  Did  Not  Report  Correctly 
the  Results  of  Its  Financial  Operations 

The  Latino  Arts  Center  submitted  the  required  final  report  and 
unaudited  financial  statements  to  the  Arts  Commission  for  fiscal 
year  2001-02;  however,  the  Latino  Arts  Center  did  not  report 
correctly  the  results  of  its  financial  operations.  While  the  Latino 
Arts  Center  reported  losing  $73,887,  our  examination  of  the  Latino 
Arts  Center's  accounting  records  and  supporting  documentation 
revealed  that  Latino  Arts  Center  actually  lost  $108,101  in  fiscal 
year  2001-02.  This  reporting  error  occurred  primarily  because  the 
agency  recognized  in  2001-02  contract  revenue  from  the  California 
Arts  Council  which  was  actually  earned  in  prior  years.  Also,  the 
Latino  Arts  Center  did  not  adjust  a  number  of  its  asset  and  liability 
account  balances  to  show  the  actual  value  of  certain  assets  and 
current  obligations  as  reflected  in  source  documents  such  as  fixed 
assets  and  accrued  vacation  schedules. 

In  addition,  the  Latino  Arts  Center  incorrectly  reported  $4,432  of 
contract  revenue  from  the  California  Arts  Council  that  it  had  not  yet 
earned.  Appendix  B  shows  the  statement  of  financial  activities  for 
the  2001-02  fiscal  year  before  and  after  all  necessary  reconciling 
adjustments  have  been  made. 


THE  LATINO  ARTS  CENTER  DID  NOT  COMPLY 
WITH  OTHER  REQUIREMENTS 

Not  only  did  the  Latino  Arts  Center  fail  to  meet  its  reporting 
obligations  to  the  Arts  Commission  as  indicated  above,  it  also  did 
not  track  grant  funds  received  and  expended  for  each  of  its 
government-funded  programs.  Additionally,  it  did  not  spend  its 
grant  funds  from  the  Arts  Commission  according  to  its  approved 
budget. 
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The  Latino  Arts  Center  Does  Not  Use 
Correctly  Its  Accounting  System 


The  Latino  Arts  Center  does  not  maintain  its  accounting  records  to 
comply  with  the  Arts  Commission's  requirements.  The  Arts 
Commission  requires  that  the  Latino  Arts  Center  be  able  to  track 
grant  funds  received  and  expended.  Although  the  Latino  Arts 
Center  maintained  complete  paper  copies  of  documentation  for  the 
expenses  billed  to  its  grant  from  the  Arts  Commission,  Latino  Arts 
Center's  accounting  system  does  not  accurately  segregate 
transactions  for  each  of  the  various  contracts  and  grants  it  receives 
from  funding  agencies. 

Also,  the  Latino  Arts  Center  is  unable  to  produce  reports  from  its 
accounting  system  which  correctly  itemize  the  income  and  expenses 
of  each  of  the  the  state  and  federal  grants  it  receives  because  it 
doesn't  consistently  use  the  capacity  of  its  accounting  software  to 
segregate  the  financial  data  for  each  funding  source.  We  found  that 
most  of  the  expenses  for  the  Arts  Commission  grant  were 
segregated  in  the  accounting  system,  but  not  all  of  them.  The  Latino 
Arts  Center  also  did  not  segregate  consistently  financial  data  for  its 
other  government  grants  in  the  accounting  system. 

In  addition,  the  spreadsheet  report  on  which  Latino  Arts  Center 
summarizes  the  payroll  expenses  of  each  grant  allocates  payroll 
costs  for  the  Arts  Commission  and  the  National  Endowment  for  the 
Arts  grants  but  does  not  allocate  the  payroll  expenses  to  each  of  the 
different  California  Arts  Council  grants  that  were  in  effect  during 
fiscal  year  2001-02.  However,  we  did  not  find  that  the  Latino  Arts 
Center  made  any  errors  when  we  verified  that  payroll  charges  to 
each  of  the  California  Arts  Council  grants  were  actual  costs  that 
were  not  charged  to  more  than  one  grant  by  examining  the  detailed 
cost  descriptions  on  each  invoice  that  the  Latino  Arts  Center 
submitted  to  the  California  Arts  Council. 

While  Latino  Arts  Center  has  government  grant  funding  from 
sources  not  covered  by  either  federal  or  Arts  Commission 
guidelines,  the  Latino  Arts  Center's  failure  to  account  for  those 
funds  using  fund  accounting  principles  prevents  it  from  being  able 
to  ensure  that  it  is  reporting  accurately  the  amount  of  non-hotel  tax 
revenue  that  it  receives  in  each  fiscal  year.  Reporting  accurately  the 
amount  of  this  non-hotel  tax  revenue  is  an  important  requirement  of 
its  grant  with  the  Arts  Commission.  When  we  reviewed  Latino  Arts 
Center's  invoices  to  its  government  funding  agencies,  we  did  not 
find  any  instances  where  Latino  Arts  Center  billed  expenses  to 
more  than  one  grant.  However,  we  did  find  that  the  Latino  Arts 
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Center  reported  incorrectly  the  amount  of  revenue  from  non-hotel 
tax  sources  for  fiscal  years  2000-01  and  2001-02  because  it  does 
not  track  and  reconcile  its  grants  from  the  California  Arts  Council 
to  ensure  that  revenues  for  those  grants  are  recorded  in  the  fiscal 
years  that  they  are  actually  earned. 

The  Arts  Commission  provided  a  document  entitled  "Accounting 
Procedures  &  Reporting  Guidelines  for  San  Franciso  Municipally 
Owned  Community  Cultural  Centers"  to  the  Latino  Arts  Center 
several  years  ago  which  gives  detailed  instructions  for  identifying 
revenue  and  expenses  by  funding  source  using  the  type  of  software 
that  Latino  Arts  Center  uses  for  its  accounting. 

The  Latino  Arts  Center  Did  Not  Spend  Its  Grant 
Funds  According  to  Its  Approved  Budget 

The  Latino  Arts  Center  did  not  spend  the  funds  it  received  from  the 
Arts  Commission  according  to  the  Arts  Commission's  approved 
spending  plan.  According  to  its  budget,  the  Latino  Arts  Center  was 
to  spend  34.75  percent  of  the  funds  it  received  from  the  Arts 
Commission  for  programming,  42.41  percent  on  operations,  and 
22.84  percent  on  facilities  maintenance.  However,  the  Latino  Arts 
Center  did  not  adhere  to  its  budget,  and  spent  approximately  6 
percent  more  on  programming,  2  percent  less  on  operations,  and  4 
percent  less  on  facilities  management,  as  shown  in  the  table  below. 

Table  

Latino  Arts  Center 
Comparison  of  Actual  to  Budgeted  Expenses 
Fiscal  Year  2001-02 


Original 
Budget 

Budget 
Reduction 

Revised 
Budget 

Percentage 

Actual 
Expenses 

Percentage 

(Under) 
Over 
Budget 

Program 

$190,617 

($14,206) 

$176,411 

34.75% 

$209,349 

41.01% 

6.26% 

Operations 

232,611 

(17,338) 

215,273 

42.41% 

207,323 

40.61% 

(1.80%) 

Facilities 

125,275 

(9,337) 

115,938 

22.84% 

93,835 

18.38% 

(4.46%) 

Total 

$548,503 

($40,881) 

$507,622 

100.00% 

$510,507 

100.00% 

0.00% 

Although  the  Arts  Commission  initially  budgeted  the  Latino  Arts 
Center  to  receive  $548,503  in  hotel  tax  funds  for  fiscal  year  2001- 
02,  because  of  the  decline  in  the  City's  hotel  tax  revenues,  it 
reduced  the  grant  to  the  center  by  $40,881,  but  did  not  require  the 
agency  to  submit  a  budget  modification.  Furthermore,  the  Arts 
Commission  did  not  specify  how  the  Latino  Arts  Commission 
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should  allocate  the  total  reduction  to  the  budget  categories.  To 
assess  whether  the  Latino  Arts  Commission  met  its  budget,  we 
allocated  the  $40,881  reduction  based  on  the  percentages  allocated 
in  the  Latino  Arts  Center's  original  budget. 

Because  the  Latino  Arts  Center  did  not  submit  a  reconciliation  of 
how  it  spent  its  advance  funds  and  because  it  also  does  not 
segregate  its  revenue  and  expenses  by  funding  source  in  its 
accounting  records,  we  had  to  estimate  the  total  grant  expenses  by 
budget  category  based  upon  information  contained  in  Latino  Arts 
Center's  payroll  records  and  source  documents  for  some  non- 
personnel  expenses. 


RECOMMENDATIONS 

The  San  Francisco  Arts  Commission  should  take  the  following 
actions  to  ensure  that  the  Mission  Cultural  Center  for  Latino  Arts 
operates  the  Mission  Cultural  Center  effectively  and  efficiently: 

•  Require  the  Latino  Arts  Center  to  use  its  accounting  software  to 
identify  revenues  and  expenses  by  funding  source  so  that  it  can 
produce  reports  showing  details  of  transactions  for  each 
individual  grant  it  receives. 

•  Require  the  Latino  Arts  Center  to  reconcile  at  least  annually  its 
balance  sheet  account  balances  in  its  accounting  records  to 
verifiable  source  documents  such  as  reconciled  bank  statements, 
up-to-date  fixed  assets  schedules,  and  current  invoices 
receivable  so  that  management,  the  board  of  directors,  and  the 
Arts  Commission  can  be  aware  of  the  actual  financial 
performance  of  the  organization. 

•  Require  the  Latino  Arts  Center  to  file  all  reports  required  in  its 
grant  agreement  on  a  timely  basis. 

We  conducted  this  review  according  to  the  standards  established  by 
the  Institute  of  Internal  Auditors.  We  limited  our  review  to  those 
areas  specified  in  the  audit  scope  section  of  this  report. 

Staff:  Carmen  LeFranc,  Audit  Manager 
Deborah  Gordon 
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Appendix  A 

Reports  Requested  by  the  Arts  Commission  in  its  Grant  Agreement 


with  the  Mission  Cultural  Center  for  Latino  Arts 
Fiscal  Year  2001-02 

Due 
Date 

Report 
Submitted 

Date 
Submitted 

Days 
Late 

Report 
Submitted 
On  Time 

A  12-month  management  and  programming 
plan. 

5/01/01 

Yes 

5/01/01 

0 

Yes 

A  mid-year  report  on  all  activities  for  the 
period  July  2001  through  December  2001. 

1/31/02 

Yes 

2/01/02 

1 

No 

A  final  report  on  all  activities  for  fiscal  year 
2001-02. 

8/31/02 

Yes 

10/1/02 

31 

No 

A  copy  of  personnel  policies  and  procedures. 

1 5  days 
from  any 
change 

No 
Change 

(a) 

N/A 

N/A 

Details  about  officers  and  directors. 

30  days 
from  any 
change 

Yes 

(b) 

0 

Yes 

Certified  copies  of  its  articles  of 
incorporation  and  bylaws  as  well  as 
satisfactory  evidence  that  the  center  is  a 
nonprofit  organization. 

30  days 
from  any 
change 

No 
Change 

(a) 

N/A 

N/A 

Unaudited  financial  statements  for  fiscal  year 
2001-02  submitted  within  60  days  following 
the  end  of  fiscal  year. 

8/31/02 

Yes 

7/23/02 

0 

Yes 

Audited  financial  statements 

5/31/03 

No 

(c) 

N/A 

N/A 

Notice  of  public  events. 

30  days 
notice 

Yes 

(b) 

N/A 

N/A 

0    Reconciliation  of  advanced  grant  funds 

8/31/02 

No 

N/A 

No 

Initial  submission  of  these  reports  was  documented  in  the  Controller's  Office's  most  recent  review  of  the  Latino  Arts 

liter  dated  5-20-99. 

According  to  the  Arts  Commission  grant  manager,  the  Arts  Commission  receives  notice  of  upcoming  events  and  the 
nes  and  titles  of  the  Board  of  Directors  through  receipt  of  Latino  Arts  Centers'  monthly  newsletter  which  contains  a 
endar  of  events. 

According  to  the  Arts  Commission  Community  Arts  and  Education  Program  Manager,  the  Arts  Commission  relieved 
centers  of  this  obligation  for  fiscal  year  01-02  because  the  Controller's  audits  division  would  be  performing  a 
ancial  review. 
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Appendix  B 
Mission  Cultural  Center  for  Latino  Arts 
Statement  of  Activities 
Year  Ended  June  30, 2002 


SUPPORT  AND  REVENUES 


Audits 

Reported  Division's  Adjusted 

Amounts  Adjustments  Amounts 


Government  Grants 
Program  Service  Revenue 
Contributions 
In-Kind  Donations 
Other  Income 


$565,030 
197,770 
24,479 
840,000 
2,153 


($28,368) 
0 
0 

64,760 
0 


$536,662 
197,770 
24,479 
904,760 
2,153 


Total  Support  and  Revenues 


EXPENSES 


$1,629,432 


$36,392 


$1,665,824 


In-Kind  Service  Expenses  $840,000              $64,760  $904,760 

Operating  Expenses  285,463                 1,554  287,017 

Program  Expenses  471,176                 1,816  472,992 

Facilities  Expenses   109,156                       0  109,156 


Total  Expenses                                     $1,705,795  $68,130  $1,773,925 

CHANGE  IN  UNRESTICTED  NET  ASSETS                             ($76,363)*          ($31,738)  ($108,101) 

UNRESTRICTED  NET  ASSETS  AT  BEGINNING                       $215,858  $215,858 
OF  THE  YEAR 

Prior  Period  Adjustment  for  contract  revenue 

Earned  in  earlier  fiscal  years:                                        0            $23,937  $23,937 

UNRESTRICTED  NET  ASSETS  AT  END  OF  YEAR   $139,495  ($7,801)  $131,694 

*  Finance  staff  at  the  Latino  Arts  Center  made  adjustments  which  reduced  net  income  by  $2,476  after  submitting 
the  final  report  to  the  Arts  Commission.  Net  Loss  reported  to  the  Arts  Commission  was  $73,887. 
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SAN  FRANCISCO  ARTS  COMMISSION 
RESPONSE  TO  THE  REVIEW: 


SAN  FRANCISCO  ARTS  COMMISSION 


Richard  Newirth 

OlRHCTOR  Of  CulTWRM  AEEA1KS 

May  25,  2004 


ADMINISTRATION 
Civic  Design  Review 
Performing  Arts 
Public  Art 
Suite  240 

Community  Arts 
&  Education 
Cultural  Eojjitv  Grants 
Street  Artists  Licenses 
Suite  60 

Civic  Am  Coi  lection 
Suite  70 

Arts  Commission  Galllhv 
■401  Van  News  AvtNW 
415.554.6080 


HTTTV/SFAC  SE'SUTO'J 
IMA!!.:  SfACS>THECITr.SFSU,T:P<l 


Ed  Harrington.  Controller 
Office  of  the  Controller 
City  Hall,  Room  316 
1  Dr.  Carlton  Goodlett  Place 
San  Francisco,  CA  94 1 02 


Re: 


Audit  Number  02040 

Mission  Cultural  Center  for  Latino  Arts 


Dear  Mr.  Harrington:  ,  " . 

The  Arts  Commission  is  in  receipt  of  your  report  on  the  financial  review  of  the 
Mission  Cultural  Center  for  Latino  Arts.  I  have  reviewed  the  report  and  concur 
with  the  findings  and  recommendations  made  by  The  Controller's  Audits 
Division.  New  procedures  and  guidelines  have  been  issued  for  2004/2005. 


tcefely/ 


Richard  Newirth 

Director  of  Cultural  Affairs 


cc:  ;  Noriaki  Hirasuna,  Audits  Director 
Carmen  Le  Franc,  Audit  Manager 
Deborah  Gordon.  Associate  Auditor 


Cits-  and  Co«ntv  of 
San  FRANCiiCO 


2S  Van  Ness  Ave.  Suite  240.. San  Francisco,  C A.  94102     tel.  415.252.2590  fa 


MISSION  CULTURAL  CENTER  FOR  LATINO  ARTS 

RESPONSE  TO  THE  REVIEW:  

Mission  Cultural  Center  for  Latino  Arts '  comments  provided  as  text  only. 

Mission  Cultural  Center  for  Latino  Arts 

2868  Mission  Street 

San  Francisco,  C A  94110 

April  14,  2004 

Ed  Harrington,  Controller 
City  Hall,  Room  316 
1  Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  C A  94102 

Re:  Draft  MCCLA's  Audit  Report  for  FY  01-02. 

Dear  Mr.  Harrington, 

I  am  herewith  attaching  our  Financial  Manager's  (Craig  Fox)  response  and  comments,  which  we 
wish  included  in  the  final  report.  As  you  can  see  from  Mr.  Fox's  report,  most  of  the  deficiencies 
pointed  out  in  the  report  have  already  been  corrected. 

As  to  the  missing  report  (reconciliation  of  advanced  grant  funds  received),  we  believed  that  we 
had  fully  supported  the  use  of  our  advance  funds  through  providing  the  Arts  Commission  staff 
with  the  additional  documentation  that  they  requested  in  June  or  July  of  2002.  Our  internal 
accountant  faxed  copies  of  payroll  journals  showing  grant  salaries  expenses,  which  supported  the 
$50,171  of  advance  funds,  which  had  not  yet  been  documented  at  the  time  that  we  submitted  our 
final  invoice  for  the  grant  period.  It  is  true  that  we  did  not  submit  the  information  on  the  form 
that  was  attached  to  the  grant  agreement  for  this  purpose,  but  the  use  of  this  form  has  not  ever 
been  required  of  us  by  the  Arts  Commission. 

We  are  pleased  to  finally  have  a  staff  accountant  and  an  outside  accountant  who  have  now  spent 
enough  time  with  the  agency  to  implement  your  recommendations  and  to  produce  accurate 
financial  statements  on  a  timely  basis.  Our  staff  accountant  was  new  to  us  during  the  audit  period 
and  our  outside  accountant  came  on  board  in  2002-03.  We  needed  to  focus  on  getting  our 
financial  records  for  2002-03  in  good  shape  in  order  to  bill  the  Arts  Commission  and  pay  our 
staff  and  vendors  during  the  first  months  that  our  new  outside  accountant  was  with  us.  Therefore, 
the  adjustments  for  the  audit  period  had  not  yet  been  completed  at  the  time  of  your  audit 
fieldwork,  which  explains  why  there  were  differences  between  the  loss  reported  to  the  Arts 
Commission  and  the  final  adjusted  loss  for  2001-02.  In  addition,  the  accounting  staff  is  now  able 
to  take  over  the  accounting  for  our  other  government  grants  from  our  grant  writer,  which  will 
allow  us  to  recognize  the  income  from  those  grants  in  the  proper  fiscal  years. 

It  was  our  understanding  that  the  Arts  Commission  intended  to  provide  accounting  technical 
services  to  the  Cultural  Centers  beyond  the  initial  provision  of  procedures  that  had  been 
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developed  by  staff  at  SomArts  in  1998.  We  think  it  is  important  to  allow  the  Arts  Commission 
and  the  centers  to  determine  whether  or  not  those  procedures  were  working  for  all  the  centers 
equally  and  to  assist  in  some  fine-tuning  of  those  procedures.  We  would  very  much  like  to  see 
such  a  process  take  place.  We  feel  that  is  especially  important  to  revisit  the  procedures  and 
reporting  guidelines  issued  in  1998  since  there  have  been  changes  in  the  Arts  Commission's 
requirements  of  the  centers  since  that  time  which  have  not  been  put  in  writing. 

We  would  welcome  an  opportunity  to  show  the  Controller's  Audits  Division  that  its 
recommendations  have  been  implemented  should  audits  staff  choose  to  perform  a  fiscal  site 
monitoring  of  our  June  2003  financial  records. 

We  appreciate  the  opportunity  to  respond  to  your  report. 

Sincerely, 

(Signed  by:  Jennie  E.  Rodriguez) 

Jennie  E.  Rodriguez 
Executive  Director 

Mission  Cultural  Center  for  Latino  Arts 
(415)  643-2778 
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Mission  Cultural  Center  for  Latino  Arts '  comments  provided  as  text  only- 


Mission  Cultural  Center  for  Latino  Arts 

2868  Mission  Street 

San  Francisco,  C A  94110 


April  14,  2004 


Ed  Harrington,  Controller 
City  Hall,  Room  316 
1  Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  C A  94102 


Financial  Manager's  Response  to  Draft  Audit  Report  -  FY  01-62 


1 .  All  recommendations  provided  by  the  Office  of  the  Controller  have  been  implemented. 

2.  To  ensure  that  the  Mission  Cultural  Center  for  Latino  Arts  operates  efficiently  and 
effectively  the  following  actions  have  taken  place: 

3.  All  revenues  and  expenses  are  identified  by  funding  source  so  reports  can  be  produced 
showing  details  of  transactions  for  each  individual  grant  it  receives 

4.  All  bank  accounts  are  reconciled  on  a  monthly  basis  through  QuickBooks 

5.  All  balance  sheet  accounts  are  reviewed  on  a  monthly  basis 

6.  The  Fixed  Assets  schedule  is  updated  on  a  monthly  basis 

7.  The  Depreciation  Schedule  is  updated  on  a  monthly  basis 

8.  The  SFAC  is  invoiced  on  a  monthly  basis  for  eligible  reimbursable  expenses 

9.  All  reports  are  filed  with  the  SFAC  on  a  timely  basis 

10.  A  monthly  cash  forecast  for  the  current  fiscal  year  is  revised  on  a  monthly  basis  and 
reviewed  at  the  monthly  Board  meetings 

1 1 .  An  Operating  report  is  prepared  on  a  monthly  basis  and  reviewed  at  the  monthly  Board 
meetings.  The  monthly  Operating  report  reflects  month-to-date  and  year-to-date  financial 
results  accompanied  by  an  explanation  of  the  financial  results. 

12.  All  revenues  and  expenses  are  identified  by  class  (department/program)  so  reports  can  be 
produced  showing  details  of  transactions  for  each  class  (department/program). 

13.  Salaries  and  wages  booked  in  QuickBooks  are  reconciled  to  the  payroll  reports  provided 
by  PayChex  on  a  monthly  basis. 


I  would  like  to  close  by  stating  that  there  was  definitely  some  room  for  improvement  in  2001-02 
regarding  the  accounting  and  reporting  procedures  that  were  followed  by  the  Mission  Cultural 
Center  for  Latino  Arts.  However,  I  do  believe  considerable  improvements  have  been  made  after 
2001-02. 

Best  regards, 

(Signed  by:  Craig  Fox) 

Craig  Fox 

Financial  Manager 

Mission  Cultural  Center  for  Latino  Arts 
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Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 
KPMG  LLP 
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